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FIFTY-FOURTH ANNUAL REPORT 


NEW YORK, N. Y., February 28, 1935. 


To the Stockholders of 
THE BABCOCK & WILCOX COMPANY: 


Your Company has heretofore issued to its stockholders balance 
sheets, surplus account and earnings statements prepared on a corporate 
basis. Commencing with the 1934 financial statements, your directors 
have determined to adopt the practice of issuing the financial statements 
of the Company as consolidated with those of its wholly owned subsidi- 
aries, Fuller Lehigh Company, The Babcock & Wilcox Tube Company and 
National Drill & Manufacturing Company, and all figures in the following 
report and attached statements are therefore on a consolidated basis. 


During 1934 the durable or capital goods industries were still oper- 
ating at a volume far below normal. Unfortunately, your Company was 
no exception to this general condition. As a result, orders received and 
billings made were far below those of normal years; orders received were 
approximately the same as in 1933 while billings were greater than in 
that year. This excess of billings over orders received reduced the orders 
carried forward. 


Unfilled orders as of December 31, 1934, were $5,925,232.01, as com- 
pared with $8,254,231.44 at the close of 1933, in each case not including 
the Boulder Canyon penstock contract. 


Some of the developments mentioned in previous reports have mate- 
rialized into sales of steam units of a distinctly advanced type. More than 
a year’s operation of these units assures extended application into many 
industrial plants where steam of high pressure and temperature will lead 
to marked economies in power costs. Similar advances are being made 
by your Company in the marine field and elsewhere, including a boiler, 
furnace and process for burning black liquor in pulp mills. 


Research and development work in our field of activity is being con- 
tinued systematically. 


The Boulder Canyon penstock contract is progressing satisfactorily. 
Actual costs compare favorably with those anticipated. While completion 
is not required until March, 1938, the present schedule calls for comple- 
tion very much earlier. At the end of last year there had been paid or 
approved for payment approximately one-third of the total amount payable 
to the Company under the entire contract. In view of the size and unusual 
character of the work, the Company took up less than one-third of its 
estimate of the probable profits on the entire contract. Costs actually 
incurred to the end of last year not carried to profit and loss account are 
included in Inventories. 


Current inventories at plants represent materials required for firm 
orders plus minimum stocks of various kinds of materials and supplies 
which the Company must always carry. 








At the special stockholders meeting on December 12th and adjourn- 
ments thereof the recommendation of the Board that the Company’s capi- 
tal of $22,700,000, representing 227,000 shares of the par value of $100 
each, be changed to $17,600,000, represented by the same number of shares 
of no par value, was approved and the Company’s certificate of incorpora- 
tion was modified accordingly. The Board by appropriate action trans- 
ferred $5,100,000 from capital to capital surplus account, restored to 
surplus $1,750,000 of the $2,500,000 reserve for contingencies, and made 
the following adjustments in values of patents, idle plants and investments 
“es ye 7a all as proposed in its letter to stockholders of Novem- 

r 10, ; 


Patents—Those of Fuller Lehigh Company were shown on that com- 
pany’s books at the closing December 31, 1934, at $2,400,218.14. Your 
directors recognize that these patents have great value to your Company 
and represent large cost. On the other hand, the value is intangible and 
not readily appraisable. Accordingly it was deemed preferable to carry 
all patents on the consolidated balance sheet at a nominal net value of 
$1.00 by setting up a reserve of $2,400,217.14. 


Idle Plants—Prior to closing on December 31, 1934, these were car- 
ried net at $2,685,538.80. Believing that these plants should be shown at 
their estimated sales value to the Company rather than on a cost or going 
basis, reserves of $2,199,782.86 were set up against the book values, leaving 
ata net value of $485,755.94 as shown on the accompanying balance 
sheet. 


Investments in Other Companies—The book value prior to closing on 
December 31, 1934, less reserves, was $2,168,432.49. Your directors felt 
it desirable to set up an additional reserve in the amount of $500,000 
against such investments, leaving a net value of $1,668,432.49 as shown 
on the accompanying balance sheet. 


The three reserves described immediately above total $5,100,000 and 
account for all of the capital surplus created by the reduction in capital. 
After charging surplus with the loss for the year and dividends declared 
and crediting that account with $1,750,000 transferred from reserve for 
contingencies, there was a net increase in earned surplus of $300,409.62 
and a total earned surplus of $4,286,458.74 at December 31, 1934. 


Herewith are submitted consolidated balance sheet as of December 
31, 1934, consolidated profit and loss account and consolidated surplus 
account for the year 1934, certified by Barrow, Wade, Guthrie & Co., public 
accountants. There are also submitted similar statements for the year 
1933 for purposes of comparison. Explanatory notes call attention to dif- 
ferences in specific items between 1934 and 1933 resulting from reserves 
created by the reduction of capital. Reserves deemed sufficient have been 
set up for doubtful receivables and proper provision has been made for de- 
preciation of plants and equipment on the same basis as in former years. 


The balance sheet of your Company reflects a strong financial posi- 
tion, there being an excess of current assets over current liabilities of 
$12,322,477.33 and a ratio of 13.1 to 1. 


The Board again expresses its deep appreciation of the wholehearted 
and complete cooperation of all of its employees during this difficult and 
trying period. 

By Order of the Board of Directors, 
A. G. PRATT, 
President. 


ASSETS 


CURRENT ASSETS: 
CE ee ae sae eae Ree ees Cea eowe obs 


Securities of the United States Government 


(Market Value 1934 $2,700,745.31)—at Cost 


Other Marketable Securities—at Cost less Re- 
ns alas ete earch ac cae ol OC ee 


Accounts and Notes Receivable (Less Reserve 
for doubtful accounts and notes—1934 
$230,325.87—1983 $131,434.70) ........... 


Raa Gases a ees Fas ae e eek Lb bi whe 


Inventories: 


Raw Materials and Supplies, Work Com- 
pleted and in Progress.........ccccccccces 


TOTAL CURRENT ASSETS ..........ccceces 


INVESTMENTS: 
Stocks of Controlled Companies............... 


Stocks and Bonds of Other Companies (Less 
Reserve of $626,215.05, including $500,000.00 
provided in 1934 by reduction of Capital) .. 


TOTAL INVESTMENTS ....ccccccccccccccces 


FIXED ASSETS: 
Property, Plant and Equipment—Active—Less 
SS (i kK oh kdasek cieeas eke vaxees 


Property, Plant and Equipment — Idle — Less 
Depreciation (Less, in 1934, Reserve of 
$2,199,782.86 provided by reduction of Capi- 
tal, to reduce to estimated sales value).... 


Patents—Less Amortization (Less, in 1934, 
Reserve of $2,400,217.14 provided by reduc- 
tion of Capital) 


TOTAL, DE BOS Soo ikon kos vcba hed wet 


OTHER ASSETS: 


Accounts and Notes Receivable, not current 
(Less, in 1934, Reserve of $5,000.00)...... 


DEFERRED CHARGES AND PREPAID EXPENSES......... 


THE BABCOCK & 


AND SUB 
| 


Consolidated Balance Sheet as | 


Dec. 31, 1934 
$ 3,143,224.01 
2,617,126.74 


2,517,099.53 
20,790.48 


5,037,932.95 
$13,336,173.71 


$ 2,508,214.29 


1,668,432.49 
$ 4,176,646.78 


$ 5,512,449.88 


485,755.94 
$ 5,998,205.82 


1.00 
$ 5,998,206.82 


$ 126,432.55 
$ 48,863.26 


$23,686,323.12 


Dec. 31, 1933 
$ 3,400,623.55 
2,135,347.05 
278,726.87 


2,670,700.74 
13,770.04 


5,172,073.21 
$13,671,241.46 


$ 2,498,714.29 


2,177,372.49 
$ 4,676,086.78 


$ 6,029,080.38 
/ 
2,800,719.00 

$ 8,829,799.38 


2,619,695.03 
$11,449,494.41 


$ 106,250.00 
$ 50,934.62 
$29,954,007.27 


ILCOX COMPANY 
IDIARIES 


at December 31, 1934 and 1933 


LIABILITIES AND CAPITAL 


Dec. 31, 1934 
CURRENT LIABILITIES: 
a roe are $ 578,449.65 
AOS Ta fo inc whscd a dS edaceke dices 287,229.77 
ee Ae ee La ei a oe Cheer 22,700.00 
Advance Payments on Contracts.............. 125,316.96 
TOTAL CURRENT LIABILITIES .............. $ 1,013,696.38 
RESERVES : 
For Contingencies (In 1934 $1,750,000.00 re- 
stored to Surplus Account)............... $ 750,000.00 
PN aS tae aa cata OAS Os Kae eas abs ae Dawes 239,838.57 
Cea: MOUS 00 < baw ck caeiacbwseteete cs’ $ 989,838.57 


CAPITAL STOCK AND SURPLUS: 
CAPITAL STOCK: 
Authorized — 250,000 shares 
Issued — 227,000 shares 


December 31, 1934—Without par value. 
December 31, 1933—$100.00 par value each $17,600,000.00 





CRRA aie RR ity gen lg een, 4,286,458.74 
$21,886,458.74 
Less—Capital Stock held in the Treasury (In 
1934 3,119 shares—in 1933 3,102 shares) — 
at Cost hile Sk dre Ta Wie cals Sec nthe ate ates ke 203,670.57 
NET CAPITAL STOCK AND SURPLUS......... $21,682,788.17 
$23,686,323.12 


Dec. 31, 1933 


$ 459,149.17 
171,483.29 
56,750.00 
37,778.24 


$ 725,160.70 


$ 2,500,000.00 
245,803.02 


$ 2,745,803.02 


$22,700,000.00 
3,986,049.12 


$26,686,049.12 


203,005.57 
$26 ,483,043.55 


$29,954,007.27 


THE BABCOCK & WILCOX COMPANY 


And Subsidiaries 


CONSOLIDATED PROFIT AND LOSS ACCOUNTS 
For the years ended December 31, 1934 and 1933 


Year 
Dec. 31, 1934 
Loss on Operations, after Selling, Adminis- 
trative and General Expenses, but be- 
fore Depreciation and Amortization of 
NN er ee as a wala de eae e $ 505,104.05 
Depreciation of Buildings, Machinery and 
NE BIG ais bs wiki aaa ey ws oe 786,152.67 
Amortization of Patents .............. 219,476.89 
NET LOSS ON OPERATIONS...... $1,510,733.61 
Other Income: 
Income from Investments ......... $ 192,295.53 
Interest and Exchange ............ 25,108.55 


$ 217,404.08 


NET LOSS TRANSFERRED TO 


SURPLUS ACCOUNT ........ $1,293,329.53 


ended 


Dec. 31, 1933 


$1,507,339.60 


835,337.18 
219,476.89 


$2,562,153.67 


$ 183,777.76 
80,682.69 


$ 264,460.45 


$2,297 ,693.22 





THE BABCOCK & WILCOX COMPANY 


And Subsidiaries 


CONSOLIDATED SURPLUS ACCOUNTS 


For the years ended December 31, 1934 and 1933 


SURPLUS AT BEGINNING OF YEAR........ 


App—Portion of Reserve for Con- 
tingencies restored to Surplus. . 


DEDUCT—Net Loss for the Year 


DEDUCT: 
UMSR Dividends. ou5-.:. 


LEss—Amount received on 
Capital Stock held in 
pi) pee Ode 


NET CASH DIVIDENDS ..... 


SURPLUS AT END OF YEAR 


CAPITAL SURPLUS ACCOUNT 
For the year ended December 31, 1934 


CAPITAL SURPLUS—provided by reduction of Capital 
Stock of The Babcock & Wilcox Company from $22,- 


700,000.00 to $17,600,000.00 ......... 


DEDUCT: 


Amount reserved to reduce to $1.00, 
on the consolidated balance sheet, 
the amount at which Fuller Le- 
high Company patents are carried 
by that company on its books... 

Amount reserved to reduce to esti- 
mated sales value, on the consoli- 
dated balance sheet, the amount 
at which idle plants are carried 
ie See DS os es So eck. 

Amount reserved against the value of 
investments in other companies. 


2,400,217.14 


2,199,782.86 


500,000.00 


Year ended 
Dec. 31,1934 Dec. 31,1933 
$3,986,049.12  $5,956,764.84 
1,750,000.00 550,000.00 
$5,736,049.12 $6,506,764.84 
1,293,329.53 2,297,693.22 
$4,442,719.59  $4,209,071.62 
$ 158,900.00 $ 227,000.00 
2,639.15 3,977.50 
$ 156,260.85 $$ 223,022.50 
$4,286,458.74  $3,986,049.12 
BE ee ee Pa $5,100,000.00 


5,100,000.00 


AUDITORS’ CERTIFICATE 


To THE BascocK & WILCOX COMPANY, 
New York, N. Y. 


We have made an examination of the Consolidated Balance 
Sheet of The Babcock & Wilcox Company and Subsidiaries 
as at December 31, 1934 and of the Consolidated Profit and 
Loss and Surplus Accounts for the year 1934. In connection 
therewith, we examined or tested accounting records of the 
Company and its Subsidiaries and other supporting evidence, 
including confirmation of cash and securities by inspection 
or certificates from depositaries, except as to such minor 
items as were held by Branch Offices, and obtained informa- 
tion and explanations from officers and employees of the 
Companies. We also made a general review of the account- 
ing methods and of the operating and income accounts for 
the year, but we did not make a detailed audit of the 
transactions. 


In our opinion, based upon such examination, the accom- 
panying Balance Sheet and related Profit and Loss and Sur- 
plus Accounts fairly present, in accordance with accepted 
principles of accounting consistently maintained by the Com- 
panies during the year under review, their position at 
December 31, 1934, and the results of their operations for 
the year in consolidated form. 


Barrow, WADE, GUTHRIE & Co. 
Accountants and Auditors. 


New York, N. Y., February 26, 1935. 


a a i, ee — ——ee 





